Item 6
REPORT

To:  
Schools’ Funding Forum
From: 
Keith Abbott, Director of Finance & Corporate Services
Date:
7 November 2008
Subject:
Schools in Financial Difficulties 
Summary: 

This report provides members of the Schools’ Funding Forum with an update on those schools that were already in deficit, or had submitted three year plans predicting deficit budget.

The Forum received an initial analysis at the last meeting based on the three year budget returns from schools. The analysis listed all schools that were either already in deficit, or whose plans anticipated moving into a deficit poison in one of the three years 2008-09, 2009-10 or 2010-11. 
Schools were categorised into 3 main priority groups based on the information given on their plans. The information below summarises the position of each of those priority groups.
Priority 1 A 
Priority 1 A consists of seven schools that ended 2007/08 in deficit and are currently predicting a deficit year-end position in either 2008/09, 2009/10 and/or 2010/11.  Of these schools three have a historical signed recovery plan and the remainder are actively working towards achieving an agreed recovery plan by the end of December 2008.
Priority 1 B
Priority 1 B consist of six schools that ended 2007/08 in deficit, but have submitted a Three Year Plan that forecasts a surplus position in 2008/09, 2009/10 and 2010/11. During October a Management Action pro-forma was sent out to all of these schools to identify the management action that the school has or is planning to take to secure this positive position. To date four schools have returned their pro-forma, one plan is outstanding and one school has now closed.  Three of the schools within this category have an existing signed Recovery Plan.   

Priority 1 C 

Priority 1 C consists of five schools that ended 2007/08 in surplus, but submitted Three Year Plans with a deficit year-end forecast showing in 2008/09,  and in all but one case feeding through to years two and three (2009/10 and 2010/11). We are currently working towards achieving an agreed plan with four of these schools and an initial visit is booked later this week for final school. The half-year monitoring returns from three of these schools shows a much improved forecast for the current year compared to that originally submitted.
Priority 2 

Priority 2 consist of 38 schools that ended 2007/08 in surplus and have submitted a Three Year Plan that predicts a surplus balance in 2008/09, but are forecasting a deficit in years 2009/10 and 2010/11.  During September a Management Action pro-forma was sent out to all of these schools asking them to identify the management action that the school has or is planning to take to secure a positive position.  To date 18 schools have returned the pro-forma and of these, only four schools are still forecasting a deficit (these are all special schools – see note below).
Priority 3 

Priority 3 consists of 26 schools that ended 2007/08 in surplus and have submitted a Three Year Plan that predicts a surplus in year 2008/09 and 2009/10, but forecast a deficit position in year 2010/11. During September a Management Action pro-forma was sent out to all of these schools asking them to identify the management action that the school has or is planning to take to secure a positive position. To date 16 schools have returned the pro-forma and of these schools only one is now predicting a deficit position. 
Next steps

· Continue to work with the schools in priority 1 to ensure all schools have an agreed, signed recovery plan.

· Follow up priority 2 and 3 schools where no pro-forma has been returned.

· Analyse the management action plans that have been submitted with reference to the original three year plan and the half year monitoring. These schools will then be contacted concerning our findings or queries. 
· Work with the priority two and three schools who after completing the pro-forma are still forecasting deficits.

Special Schools
An unusually high proportion of category 2 and 3 schools were special schools (15). Of these 11 have submitted revised plans and only 4 of these still forecast difficulties in achieving a balanced budget. It is particularly difficult for special schools to plan on a three year basis at present given their transitional positions in moving from an old to new formula. It has not been possible to set firm figures for future funded places and this has inevitably resulted in varying approaches to forecasting. This issue will be addressed by the Special School Funding Review group.
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